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George Zahul, CPA, PC
101 N Port Crescent St
Bad Axe, Ml 48413
989-269-9966

Independent Auditor's Report
To the Township Board ‘
Lincoln Township
Kinde, Mi 48445

| have audited the accompanying general purpose financial statements of the governmental activities,
the business-type activities, the aggregated discretely presented component units, each major fund, and the
aggregate remaining fund information of the Lincoln Township as of and for the year ended March 31, 2006,
which collectively comprise the basic financial statements of the Lincoln Township management. My
responsibility is to express opinions on these financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United Stales of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that | plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant estimates
made by management, as well as evaluating the overall financial statement presentation. | believe that my
audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
Lincoln Township as of March 31, 2006, and the respective changes in financial position and cash flows,
where applicable, thereof for the year ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Audiling Standards, 1 have also issued my report dated July 25, 2008,
on my consideration of the Lincoln Township internal control over financial reporting and on my tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of my testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Governmen! Auditing Slandards and should be considered in assessing the results of my audit.

The management's discussion and analysis and budgetary comparison information are not a required
part of the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. | have applied certain limited procedures, which
consisted principally of inguiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no opinion on
it.




My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Lincoln Township basic financial statements. The supplemental information is
presented for purposes of additional analysis and is not a required part of the basic financial statements. The
supplementary information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The supplementary information has not been subjected to the auditing

procedures applied in the audit of the basic financial statements and, accordingly, i express no opinion on
them.

gfng ol AT

, CPA, PC
July 25, 2006




George Zahul, CPA, PC
101 N Port Crescent St
Bad Axe, MI 48413
989-269-9966

Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

To the Township Board
Lincoln Township
Kinde, M1 48445

| have audited the financial statements of the governmental activilies, the business-type activities, the
aggregated discretely presented component units, each major fund, and the aggregate remaining fund
information of Lincoln Township as of and for the year ended March 31, 2008, which collectively comprise
Lincoln Township basic financial statements and have issued my report thereon dated July 25, 20086. |
conducted my audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Governmen! Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Qver Financial Reporting

In planning and performing my audit, | considered the Lincoln Township internal control over financial
reporling in order to determine my auditing procedures for the purpose of expressing my opinion on the
financial statements and not to provide an opinion on the internal conlrol over financial reporting. My
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal contro! components does not reduce to a relatively low level
the risk that misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. | noted no matiers involving the internal control over
financial reporting and its operation that | consider to be material weaknesses.

As part of obtaining reasonable assurance about whether Lincoln Township financial statements are
free of material misstatement, | performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, 1 do not express such an opinion. The results of
my tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, management, the
State of Michigan, and the United States Department of Agriculture Rural Development and is not intended to
be and should not be used by anyone other than those specified parties.

}jﬂﬂf W”ﬂ COA PO

July 25, 2006




Lincoln Township
Management’s Discussion and Analysis

This section of the Township’s annual financial report presents our discussion
and analysis of the Township's financial performance during the fiscal year that ended
on March 31, 2008. Please read it in conjunction with the district’s financial statements,
which immediately follow this section.

Financial Highlights

The 2005/06 fiscal years resulted in a Fund Balance in the General Funds and
Special Revenue of $61,880.36. This was an expected result for the Township. The
Fund Balances were slightly higher than was originally budgeted.

In total, Township revenues exceeded $234,554.65 for fiscal year ended March
31, 2006. Spending over the same time period was $221,285.45. In both cases that
was an increase of approximately $10,965.13 over fiscal 2004 for revenues and a
decrease of $44,889.60 for spending.

Overview of the Financial Statements

This annual report consists of four parts — management’s discussion and
analysis (this section), the basic financial statements, required supplementary
information and other supplementary information. The basic financial statements include
two kinds of statements that present different views of the Township:

The first two statements are district-wide financial statements that provide both
short-term and long-term informaticn about the Township’s overall financial status.

The remaining statements are fund financial statements that focus on individual
parts of the Township’s government, reporting the Township's operations in more detail
than the district-wide statements,

Government-Wide Statements

The Government-wide statements report information about the Township as a
whole using accounting methods similar to those used by privale-sector companies.
The statements of net assets include all of the Township's assets and liabjlities. All of
the current year's revenues and expenses are accounted for in the statement of
activities regardless of when cash is received or paid.

The two government-wide statements report the Township’s net assets and how
they have changed. Net assets — the difference between the Township assets and
liabilities — are one way to measure the Township's financial health or position.




Lincoln Township
Management’'s Discussion and Analysis

The government-wide financial statements of the Township are divided into
categories:

Governmental Activities — Most of the Township's basic services are included here,
such as public safety, public works, and general administration. Property taxes, slate-
shared revenue, and charges for services provided most of the funding.

Fund Financial Statements

The fund financial statements provide more detailed information about the
Township's funds, focusing on its most significant or "major” funds — not the Township as
a whole. Funds are accounting devices the Township uses to keep track of specific
sources of funding and spending for particular purposes:

Some funds are required by State law and by bond covenants.

The Township establishes other funds to control and manage money for
particular purposes.

The Township has one type of fund:

Governmental Funds — Most of the Township’s basic services are included in
governmental funds, which focus on how cash and other financial assels can readily be
converted to cash flow in and out, and the balances left at year end that are available for
spending. The governmental fund statements provide a delailed short-term view that
helps determine whether there are more or fewer financial resources that can be spent
in the near future to finance the Township's programs.




Lincoln Township
Management’s Discussion and Analysis

Financial Analysis of the Township as a Whole

Net Assets

Township net assets increased during the fiscal 2006. Township assels were
fully depreciated.

Lincoln Township
2006
Current and other Assets 62,335.79
Capital Assels, Less Accumulated Depreciation 2,500.00
Total Assets 64,835.79

Other Liabilities 455.43
Total Liabilities 455.43

Net Assets:
Invesled in Capital Assets net of Related Debt 2,500.00

Unrestricted 61,880.36
Total net Assets (deficit) 64,380.36

Changes in Lincoln Township Net Assets

Revenues
Operating Grants

General Revenues
Property Taxes
State Revenue Sharing
Investment Earnings
Other

Total Revenues

Expenses
General Government

Public Safety
Public Works
Roads

QOther

Business Type Activities
Unallocated Depreciation
Total Expenses

Increase in Net Assets

2006

0

42,091.43
47,605.00
1,231.75
4,455.48

95,383.66

33,855.62
1,725.00
26,569.04
3,809.18
16,155.62

0

82,114.46

13,269.20




Lincoln Township
Management's Discussion and Analysis

Governmental Activities

Revenues for governmental activilies totaled $234,554.65 in 2006. A total of
$181,262.42 was in the form of property tax collections an increase of $10,965.13 over
2004. This increase is due 1o the continuing growth in the tax base. Siate-shared
revenues continue to be of concern, While it provided $47,605.00, we are uncertain
what will happen in 2007 given the State’s financial difficulties.

Financial Analysis of the Township's Funds & Budgets

The General Fund ended 2006 with a fund balance of $50,568.20. Several
factors affected operating results. Total revenues in the General Fund of $95,383.66
exceeded expenditures of $78,305.25 by $17,078.38 and the General Fund transferred
$3,809.18 to the Road Fund leaving a increase in fund balance of $13,269.20.

The General Fund budget is amended throughout the year as deemed
necessary. This is primarily done to prevent expenditures from exceeding the budget.
With that in mind, the General Fund expenditures were 90 percent of budget. With the
exception of the previously mentioned items, no major General Fund areas were
significantly under or over budget.

Capital Assets and Debt

The Township did not make any capital purchases during the year.

Factors Bearing on the Township's Future

At the time these financial statemenis were prepared and audited, the Township
was not aware of any areas that could have a major impact on the 2005-2006 fiscal year
and subsequent years.

Contacting the Township's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers
and investors and creditors with a general overview of the Township’s finances and to
demonstrate the Township's accountability for the money it receives. If you have
guestions about this report or need additional information, contact in writing the Business
Office, Lincoln Township, 1975 East Filion Road, Filicn, MI 48432.




Lincoln Township

Statement of Net Assets
March 31, 2006

Assets

Current Assets
Cash and Investments 47,552.04
Taxes and Accounts Raceivable 14,783.75
Total Current Assets 62,335.79

Property and Equipment
Land 2,500.00
Building 16,675.00
Furniture and Equipment 10,317.00
Less Accumulated Depraciation (26,992.00)
Net Property and Equipment 2,500.00

Total Assets 64,835.79

Liabilities and Net Assets

Current Liabilities
Accrued Payroll and Taxes
Total Current Liabilities

Long - Term Liabilities

Total Liabilities

Net Assets
Invested in capital assets net of related debt 2,500.00
Unreslricted 81,880.36

Total Net Assets 84,380.36

The accompanying notes are an integral par of the financial statements.
8




Lincoln Township

Statement Of Activities
For the Year Ended March 31, 2006

Governmental Activites

Program Revenues

Net (Expense)

Revenue and_
Functions/Programs Expenses Services Assets

Governmental Activities

General Gevernment 33,855.62 0.00 § (33,855.82)
Public Safety 29,366.87 27,641.87 (1,725.00)
Public Works 26,569.04 0.00 (26,569.04)
Roads 115,336.30 111,529.12 {3,809.18)
Other 16,155.62 0.00 (16,155.62)

Total Governmental Activities § 22128545 § 13917009 S X (82,114.46)

General Revenues
Property Taxes General 42,091.43

State Revenue Sharing 47.605.00
Investment Earnings 1,231.75

Other 4,455.48

Total General Revenues 95,383.66
Change in Net Assets {Deficit) 13,269.20
Net Assets Beginning of Year 51.111.16

Net Assets End of Year 5 64.380.36

The accompanying notes are an integral part of lhe financial statements.
9




Lincoln Township

Combined Balance Sheet
All Fund Types and Account Groups
March 31, 2006

Governmental Fund  Fiduciary
Ivpes Eund Type

General  Special
Revenue

Fund

Assets

Cash and Investments 3 4747522 0.00 47,552.04
Taxes Receivable 3,471.59 11,312.16 14,783.75

Due from Cther Funds 76.82 0.00 76.82

Total Assets $ 51,023.63 § 11,312.16 B2,412.81

Liabilities and Fund Equity
Liabilities

Salaries and Fringes Payable
Due to Cther Funds

Total Liabilities

Fund Equity

Unreserved 50,568.20 11,312.16 . 61,880.36

Total Fund Equity 50,568.20 11,312.16 . 61,880.36

Total Liabilities and Fund Equity $ 51,023.63 § 11,312.16 62,412.61

The accompanying noles are an inlegral part of the financial slatemenis.
10




Lincoln Township

Combined Statement of Revenue, Expenditures and
Change in Fund Balance - All Governmental Fund Types
For the Year Ended March 31, 2006

Governmental Fund Types

Revenues

Property Taxes 41,946.60 27.641.87 69,588.47
Licenses and Permils 535.50 0.00 535.50
Stale Revenue Sharing 47,605.00 0.00 47,605.00
Property Taxes Roads 0.00 111,529.12 111,529,12
Interast 1,231.75 0.00 1,231.75
Miscellaneous 4,064.81 0.00 4,064.81

Total Revenues 95,383.66 139,170.89 234,554.65

Expenditures

General Government 33,855.62 0.00 33,855.62
Public Safety 1,725.00 27,641.87 29,366.87
Public Works 26,569.04 115,338.30 141,807.34
Other 16,155.62 0.00 16,155.62

Total Expenditures 78,305.28 142,880.17 221,285.45

Excess of Revenues over Expenditures 17,078.38 (3,809.18) 13,269.20

Other Financing Sources (Uses)

Operating Transfers in 0.00 3,808.18 3,808.18
Operating Transfers out (3,809.18) 0.00 {3,800.18)

Total Other Financing Sources {Uses) (3,809.18) 3,609.18 0.00

Excess of Revenues and Other Sources
Over(Under)Expenditures and Other Uses 13,269.20 0.00 13,269.20

Fund Balance at Beginning of Year 37,298.00 11,312.18 48,611.16

Fund Balance at End of Year 50,568.20 11,312.18 61,880.36

The accompanylng notes are an inlegral part of the financial statements.
1"




Lincoln Township
Reconciliation of Fund Balances of Government Funds

to Net Assets of Government Activities
For the Year Ended March 31, 2006

Fund Balances Total Governmental Funds 61,880.36

Amounts reported for governmental activities in the statement of activilies
are different because

Capital assets used in governmental activities are not financial resources
expenditures in the year incurred and are not reported in the funds

L.and 29,492.00
Less Accumulated Depreciation (26,992.00)

Debt is nol recorded in governmental funds until it is paid

Notes Payable End of Year

Net Assets of Governmental Activities 64,380.36

]

The accompanying notes are an integral part of the financial statements.
12




Lincoln Township

Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended March 31, 2006

Net Change in Fund Balances Total Governmental Funds 13,269.20

Amounts reported for governmental activities in the statement of activities
are different because

Governmental funds report capital outlays as expenditures in the year incurred
and deprecialion is recored for assels in the statement of activities

Capital Outlay

Accrued Interest on long-term debt is recorded in the statement of aclivilies when
incurred it is not recorded in governmental funds until it s paid

Accrued Interest Payable Beginning of Year
Accrued Interest Payable End of Year
Other

Proceeds and repayments of principal on long-term debt are revenues
and expenditures in the government funds, bul not in the statement of activities

Proceeds fram new Debt 0.00

Change in Net Assets of Governmental Activities 13,268.20

The accompanying notes are an integral part of the financial siatements.
13




Lincoln Township

Notes to Financial Statements
March 31, 2006

Note 1 - Summary_of Significant Accounting Poligies:

The accounting policies of the Local Governmental Unit conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental units. The following is a
summary of the significant accounting policies used by the Local Governmental Unit:

A. Reporting Entity

The Local Governmental Unit is governed by an elected council (Board). The accompanying financial
statements present the government and its component units, entities for which the government is considered
to be financiaily accountable. Although blended component units are legal separate entities, in substance,
they are part of the government's operations. Each discretely presented component unit is reported in a

separate column in the government-wide financial statements to emphasize that it is legally separate from the
government.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the non fiduciary activities of the primary government and
its component units. For the most part, the effect of inter fund activity has been removed from these
statements. Governmental activities, normally supported by taxes and intergovernmental revenues, are

reported separately from business-type activities which rely to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: {1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment;
and {2) grants and contributions that are restricted to meeting the operational or capilal requirements of a
particular function or segment. Taxes and other items not properly included among program revenues are
reported instead as general revenue.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in the
fund financial statements.

Governmental Funds

Governmental funds are those funds through which most governmental functions typically are
financed. The acquisition, use and balances of the government's expendable financial resources and the
related current liabilities are accounted for through governmental funds.

The Government reports the following major governmental fund:

The general fund is the Government's primary operating fund. It accounts for all financial resources of
the Government, except those required to be accounted for in another fund.

14




Lincoln Township
Notes to Financial Statements
March 31, 2006

Other Non-Major Funds

The special revenue funds account for revenue sources that are legally restricted to expenditures for
specific purposes {(not including expendable trusts or major capital projects). The Government accounts for its
major and local street activities in the special revenue funds.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial stalements are reporled using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Properly taxes recognized as revenue in the year for which they are levied,
Grants and similar items are recognizes as revenue as soon as all eligibility requirements imposed by the
provider have been met.

As a general rule, the effect of inter fund activity has been eliminated from the district-wide financial
statements.

Amounts reported as program revenue include (1) charges to customers or applicants for goods,
services, or privileges provided; (2) operating grants and contributions; and {3) capital grants and
contributions. Internally dedicated resources are reporied as general revenue rather than as program
revenue. Likewise, general revenue includes all taxes and unrestricted State aid.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is
both measurable and available. Revenue is considered to be available if it is collected within the current
period or soon enough thereafter to pay liabilities of the current pericd. For this purpose, the government
considers revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgements,
are recorded only when payment is due.

Property taxes, intergovernmental grants, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenue of the current fiscal period.
All other revenue items are considered to be available only when cash is received by the government.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in
both the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with the standards of the Governmental Accounting Standards Board. The government has elected
not to follow private-sector standards issued after November 30, 1989 for its business-type activities

15




Lincoln Township
Notes to Financial Statements
March 31, 2006

Proprietary funds distinguish operating revenue and expenses from non operating items. Operating
revenue and expenses generally result from providing services and producing and delivering foods in
connection with and proprietary fund's principal ongoing operations. The principal operating revenue of our
proprietary funds relate to charges to customers for sales and services. The water and sewer fund also
recognizes the portion of tap fees intended to recover current cost (e.g., l[abor and materials to hook up new
customers) as operating revenue. The portion intended to recover the cost of the infrastructure is recognized
as non operating revenue. Operating expenses for proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenue and expenses not meeting this
definition are reported as non operating revenue and expenses.

D. Assets, Liabilities, and Net Assets or Equity
Bank Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with a maturity of three months or less when acquired. lnvestments are stated at fair value.

Receivables and Payable's

In general, outstanding balances between funds are reported as "due to/from other funds.” Activity
between funds that is representative of lending/borrowing arrangements outstanding at the end of the fiscal
year is referred to as "advances to/from other funds.” Any residual balances outstanding between the
governmental activities and the business-type activities are reported in the government-wide financial
statements as "internal balances.”

All trade and property tax receivables are shown as net of allowance for uncollectible amounts.
Property taxes are levied on each December 1st on the taxable valuation of property as of the preceding
December 31st. Taxes are considered delinquent on March 1st of the following year, at which time penalties
and interest are assessed.

Inventories and Prepaid ltems

Inventories are valued at cost, on a first-in, first-out basis. Inventories of governmental funds are
recorded as expenditures when consumed rather than when purchased. Certain payments to vendors reflect
cost applicable to future fiscal years and are recorded as prepaid items in both government-wide and fund
financial statements.

Restricted Assets
The revenue bonds of the enterprise funds require amounts to be set aside for construction, debt
service principal and interest, operations and maintenance, and a bond reserve. These amounts have been

classified as restricted assets, as well as amounts on deposit at the county being held for the construction or
debt service of the Local Unit of Government's water and sewer lines.

16




Lincoln Township

Notes to Financial Statements
March 31, 2006

Capital Assets

Capital assets, which include property, plant, equipment, infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items) are reported in the applicable governmental or business-type activities column in
the government-wide financial statements. Capital assets are defined by the government as assets with an
initial individual cost of more than $1,000 and an estimated useful life in excess of two years. Such assels are
recorded at historical cost or estimated historical cost if purchased or constructed. Donaled capilal assets are
recorded at estimated fair market value at the date of donation.

interest incurred during the construction of capital assets of business-type activities is included as part
of the capitalized value of the assets constructed. During the current year, $xxx of interest expense was
capitalized as part of the cost of assets under construction.

Property, plant and equipment is depreciated using the straight-line method over its' estimated useful
life.

Compensated Absences {Vacation and Sick Leave)

It is the government's policy to permit employees to accumulate earned but unused sick and vacation
pay benefits, There is no liability for unpaid accumulated sick leave since the government does not have a
policy to pay any amounts when employees separate from service with the government. All vacation pay is
accrued when incurred in the government-wide, proprietary and fiduciary fund financial statements. A liability
for these amounts is reported in governmental funds enly for employee terminations as of year-end.

Long-Term Obligations

In the government-wide financial statements and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related
debt. In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts are reported as other financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity
In the fund financial statements, governmental funds report reservations of fund balance for amounts

that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to change.
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Lincoln Township
Notes to Financial Statements
March 31, 2006

Comparative Data/Reclassifications
Comparative total data for the prior year has not been presented in the fund financial statements.

Ote 2 - Stew ip, Compli and abili
Budgetary Information

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America and State law for all Government Funds. All annual appropriations lapse at fiscal
year end.

The budget document presents information by fund and function. The legal level of budgetary control
adopted by the governing body (i.e., the leve! at which expenditures may not legally exceed appropriations) is
the function level. State law requires the Government to have its budget in place by the beginning of its fiscal
year. Expendilures in excess of amounts budgeted are a violation of Michigan law. Sate law permits
governments to amend their budgets during the year. During the year, the budget was amended in a
permissible manner. There were no significant amendments during the year.

Amounts encumbered for purchase orders, contracts, etc. are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services rendered.

Excess of Expenditures Over Appropriations in Budgeted Funds

During the year, the Government incurred expenditures in certain budgeted funds which were in
excess of the amounts budgeted, as shown in the statements of Actual vs Budget.

Note 3 - Deposits and Investments:

Deposits

The Government's cash accounts consist of various interest bearing checking and savings accounts,
At year-end, the carrying amount of the Government's deposits was $31,867.07 and the bank balance was
$31,967.07.

Investments

State statutes authorize the Government to invest in obligations of the U.S. Treasury and U.S.
agencies, deposit agreements with federally insured financial institutions within the State of Michigan, high
grade commercial paper, repurchased obligations of the U.S. government and U.S. agencies, banker's
acceptances of U.8. banks and mutual funds comprises of the above authorized investments. As of March
31, 2008, the Government investments consisted of certificates of deposit and Money Market Funds which the
carrying amount and the bank balance was $15,584.07.

The total Government cash and investments amounted to $47,551.14 as of March 31, 2006 and
$47,551.14 was covered by Federal Depository Insurance.
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Lincoln Township
Notes to Financial Statements
March 31, 2006

Note 4 - Regejvables:

Receivahles as of year end for the governments individual major funds and the other non major funds
in the aggregale are shown in the respective statements.

Governmental funds report deferred revenue in connection with receivables for revenue that is not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer revenue
recognition in conneclion with resources that have been received but not yet earned.

Note 5 - fers:

The General Fund transferred $3,809.18 to the Road Fund.
Note 6 - Contingent Liabilities:

Contingent Liability - Unemployment Compensation Costs

The Government has elected to be treated as a reimbursing employer for unemployment
compensalion purposes. Any unemployment benefits paid to Government employees by the Michigan
unemployment fund must be reimbursed by the Government on a dollar for dollar basis. The contingent
liability for unemployment benifits is not recognized in the accompanying financial statemenis. The expense is
recognized at the time the Government becomes liable to the State of Michigan for unemployment benefits
paid.
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Lincoln Township

Budgetary Comparison Schedule
General Fund
For the Year Ended March 31, 2006

Budget Budget

Revenues

Taxes-Current $ 38,500.00 38,500.00 § $ 41,94660 5  3,446.60

Slate Sources 45,000.00 45,000.00
Cther 4,430.00 4.430.00
Interest 1,100.00 1,100.00

47,605.00
4,600.21
1,231.75

2,605.00
170.31
131.75

Total Revenues 89,030.00 89,030.00

95,383.66

6,353.66

Expenditures

General Government 35,072.00 35,072.00
Public Safety 1,725.00 1,725.00
Public Works 30,000.00 30,000.00
Other 17,100.00 17,100.00

33,855.62

1,725.00
26,569.04
16,155.62

1,216.38
0.00
3,430.96
944.38

Total Expenditures B3,897.00 B3,897,00

78,305.28

5,591.72

Excess of Revenues over Expenditures 5,133.00 5,133.00

17,078.38

11,945.38

Other Financing Sources (Uses)

Operating Transfers in 0.00 0.00 §
Operaling Transfers out {4,000.00) {4,000.00) %

0.00
(3,800.18)

Total Other Financing Sources (Uses) {4,000.00) (4.000.00)

(3,809.18)

Excess of Revenues and Other Sources
Over(Under)Expenditures and Other Uses § 1,133.00 § 1,133.00

Fund Balance at Beginning of Year

13,269.20

37,299.00

Fund Balance at End of Year $ 50,568.20

The accompanying notes are an integral part of the financial slatements.
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Lincoln Township

General Fund
Schedule of Revenues
For the Year Ended March 31, 2006

Variance
Eavorable
Actual Budget guniamta_bjg

Revenues
41,946.60 38,500.00 8 3,446.60
535.50 930.00 {394,50)
144.83 0.00 144,83
47,605.00 45,000.00 2,605.00
3.919.98 3,500.00 41998
1,231.75 1,100.00 131.75

Current Tax Levy
Licenses and Permits
Delinquent Taxes

Sales Tax

Pension Reimbursement
Interest Income

Total Revenues 95,383.66 89,030.00 B.353.66

The accompanying noles are an integral pari of the financial stalements.
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Lincoln Township General Fund

General Fund
Schedule of Expenditures
For the Year Ended March 31, 2006

General Government

Trustees Salary

Board of Review
Supervisars Salary
Election Salary

Clerk Salary

Treasurer Salary
Ceputy Treasurer Salary
Deputy Clerk Salary
Assessor Salary
Township Representive
Liquor Inspeclion Wages

Total General Government

Public Safety
Ambulance Service

Total Public Safety

Public Works

Highways and Streets
Drains at Large
Repairs and Maintenance

Total Public Works

Other

Taxes - Social Security
Office Supplies
Printing and Publishing
Professicnal Fees
Insurance

Dues and Publications
Miscellaneous

Utilities

Library

Total Other

The accompanying notes are an integral part of the financial stalements.

2,24986 §
432.02
5,500.00
0.00
8,386.72
8,600.00
300.00
277.05
6,419.14
1,190.83
500.00

2,330.00 5
465.00
5,500.00
1,000.00
8,400.00
8,600.00
300.00
277.00
6,500.00
1,200.00
500.00

Variance
Favorable
{Unfavorable)

80.14
32.98
0.00
1,000.00
13,28
0.00
0.00

(0.05)
80.86
9.17
0.00

33,855.62

35,072.00

1,216.38

1,725.00

1,725.00 §

1,725.00

1,725.00

58.62
26,460.42
50.00

7500 §
29,875.00
50.00

16.38
3,414.58
0.00

26,560.04

30,000.00

3,430,896

2,610.21
1,399.44
1,012.30
1,201.50
4,550.00

521.29
3,163.26

397.62
1,300.00

2,700.00
1,400.00
1,050.00
1,300.00
4,800.00

550.00
3,200.00

800.00
1,300.00

1615562 3

17,100.00

22




Capital Outlay

Total Expenditures

Lincoln Township General Fund

General Fund
Schedule of Expenditures
For the Year Ended March 31, 2006

Variance
Favorable
{Unfavorable}

78,305.28 % 83.897.00 5 550172

The accompanying noles are an integral part of the financial statements,
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Lincoln Township

Special Revenue Schedule of Revenues

Schedule of Revenues
For the Year Ended March 31, 2006

Fire Fund

Variance
Eavorable
Actyal Budget suniammhlg

Revenues

Current Tax Levy 2764187 $ 2800000 $  (35B.13)

Total Revenues 27.641.87 8 28,000.00 {358.13)

Road Fund

Actual

Revenues

Current Tax Levy 111,626.12 § 113,000.00 3 (1,470.88)

Total Revenues 111,520.92 § 113,000.00 {1,470.BB)

The accompanying notes are an iniegral pant of the financial statements.
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Lincoln Township

Special Revenue Fund
Schedule of Expenditures
For the Year Ended March 31, 2006

Fire Fund

Expenditures

Fire Protection Expenses 30,000.00 27,641.87 2,358.13

Total Expenditures 30,000.00 27,641.87 2,358.13

Road Fund

Expenditures

Highways and Streels Expenses 107,500.00 107,117.73
Dust Ceontrel 8,500.00 B8,220.57

Total Expenditures 116,000.00 115,338.30

Thea accompanying notes are an Integral part of the financial stalements.
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Lincoln Township

Agency Fund
Statement of Changes in Assets and Liabilifies
March 31, 2006

Assets

Cash 708,084.30 708,0684.30

Liabilities

Due to General Fund 38,47501 § 38,475.01
Due to Fire Fund 2539521 § 25,385.21
Due to Highway Fund 102,463.62 § 102,463.62
Due to County 297,917.18 297,917.18
Due to Schools 243,812.28 243,813.28

708,064.30 § 708,064.30

The accompanying notes are an integral part of the financial statements.
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George Zahul, CPA, PC
101 N Port Crescent St
Bad Axe, MI 48413

July 26, 2006

To the Township Board
Lincoln Township
Kinde, Ml 48445

The following comments related to situations that came to my attention during the course of
my recent examination of the Lincoln Township's financial statements as of and for the year
ended March 31, 2006, and are submitted for your evaluation and consideration. | would like
to emphasize that, since my examination was conducted for the purpose of expressing an

opinion on the previously referred to financiatl statements, these comments are not necessarily
all inclusive.

1. Ideal internal control provides for separation of the accounting function from the actual
handling of funds. There should be a separation of the recording function in the books and
records and the actual handling of funds including deposits and disbursements. Due to the
limited staff size, a lack of complete separation of accounting duties was noted. The cost
exceeds the benefit of correcting this weakness, thus management has deemed that a
corrective action is not practicable under the circumstances.

If you would need assistance in implementing the above, | would by happy to assist you.

| want to take this opportunity to thank the Board for selecting me to do your audit, and | want
to thank the Township Officials for their help and assistance during the audit.

Very truly yours,

foo cth P

George A. Zahul, CPA, PC






